
 

 

We hap. conaldud your application for  mcognition of exemption f m  
Federal incaw tax under section SO1 (c)  (5) of the Intarad Rmmnua Code. 

The Informtion oubroittd indicates that you -a incorporated under 
the State of ,  Nos-Profit Corporation Act on  The 
purpooe. for  which you are orgaalsed shal l  ba to wrbt  parroam in the 
natural ChrbtaYr, t reo indtmtrl, t o  d-op, grw, and mrbt quality 
trees; to  pramto high r t u d r r d s  of ethical conduct in the natural 
Chrirtnw t ree  iadurtry; t o  educate the public concerning th. natural 
Q v i s f ~ u  trea industry; t o  promote, p h  urd program educational 
m a h a r a ,  c d e ~ a  and c o a m n t i m  for  paraom engaged i n  the natural 
Christmas tree laduotry in tha Stat. of  to racour.ge, develop 
urd coordiruto rmsurch projects and otherwlae reek wlutions for tl-o 
probleam of the natural Chri.tnrar tree indwtry; t o  rwm u a roprdaan- 
utip. of the natural Chrirtmw tree iadumtry in the State of ; and 
- a l l y  t o  further tho overall Interests of the industry, 

You indicate that you were organized t o  aaaistu dll rudem~s r s  in the 
area tho ara Intarestad i n  grawing Christmas trees. You coduet two 
meeting. per year which u e  open t o  a l l  land arnerr interarted in this 
land-we. A g e d  topica include b ~ i c  uh6nag-t and mnrketing g u l d e  
1-0 p l w  pmrthant 8ubJect matter as it occ-. You also rP.il at  
leaat two arwrletterm p.r paw t o  all member. and inforarrtivo publicr- - 
tims are  distributed upem request t o  land ownara internoted in Chrimtnmr 
trea productiotu. 

You have mrtabliahed a marketing comPittaa and a rerearch comnittm. 
The marketing commitscee develo~r  my8 of informing the con6umer. of 

u that t reer  a re  3eing ~.cown locally. An initial project bf thir 
comaittee was t o  publiair a brochure listing the llrr~~lrr of the farms that  
have ~3rrietnuu trees available for  ode. Tha rnaaarch committae haa 
mtudied way8 t o  control 8 major insect pamt that affects  Ckiotnuu 
treer. St has alao conducted otudie. t o  document the fnshnea. of tho 
tram. being wld .  



Tho p m  aativity condoctd by you at  t h i m  tir i m  to pPobrv bulk 
lot8 of fm YOU brr l 
m u a d u b  a* ot  ...d&a. par yaat fmr that mar-. (k.dr 

orduo am taken by you from m y  m r ,  amdm ot oaarbn. 
Ordam a n  takm begimin$ ia Mrcb of u c h  yaar unti l  tho riiatmmt i. 
coopktoly fi l lad. Ctarrrr  am charm an amount e q d  to th. coat of 
tba r a  at t b  nurnry plum fre ight  charger. 

(kctiolr SOl(8) of tho Cad. d u c r f b u  cer ta in  orgaahatiaru -t frm 
Federal bmn t u  d e r  meation S01(a) .ad readm, in part, u f o l l a n t  

Section l.SOX(c!(5)-1 of tha regulrtionm provides, in  part,  aa fo l lowr  

"(a) h a  orgudtaticma contamplated by u c t i o n  501(~)(5)  m ar 
t i t l e d  t o  axamption from incoaw taxation are those which: 

1. Have no net oamingm inuring t o  the benefit of m y  
manbar, a d  

2. Have am the i r  objecttver the betterment of tho 
conditions of t h e  engaged i n  such pursuits,  tho 
bprwament of the grade of tha i r  products, and the 
devrlopaent of a higher degree of efficteucy i n  
thair reapactive occupationr . " 

Ravanue Ruling 66-105, 1966-1 C d a t C v a  Bulletin, 165 held that an 
o r w t i o n  canpomad of 8gricultural  producere whore principal  ac t iv i ty  
i m  marketing livemtock fo r  i t m  reaberm doam aot quali ty for  acamptioa 
under rection SOl(c) (5). The orgdt . t ion 'm principal  act ivi ty  i m  
marketing livemtock aa agent for  i t m  numbera a t  auctlonm hold th rousbut  
th. yau, Th. ruling provide. that the male of aumbara' producto ie 
-ither an object nor an aativicy Y i t m  the ambit of section SOl(c)(5) 
.nd the regulationm. The principal purpoee of the orgadra t ion  i o  t o  
act u a aalu agmt for  i t m  arabsra. Therefore, the orgunIration doam 
mt wet tb. requirement8 of meetion l.SOl(c) (5)-1 of the Regul.tioua 
.ad i m  not ummpt under section 5Ol(c)(S) of the Code. 

Bued on tho infomation .ubnitted, it i a  held that your primrrry ac t i -  
am purchue agmt  for  your nmbara. Since  

 w i l l  only sell i n  bulk orders, you talc ordors for  
medlingm tram pour wnbero and otherm, raalte the necessary purehamem 
d, t n  turn, deliver the secdlingr to  your members. Grawhru a r m  charged 
an amount equal t o  the car t  of the medliags a t  the nursery plua f re iah t  
chargem. 

You are  cmparable t o  the organization doocribed in the ci ted reven- 
mling.  Tha only difference is that you purchame i t a w  for your memborm 
and the ruling concerns a marketing agent. 



Aams4bJLjD i t  ir bald t b c  p a  do not q m W y  far o#ptiorr rob.? 
mtioa %l(a)(l) of tbr coda. You u r  nquifd to f i l .  .n m m a ~  

+ 

Iedaral i o r m  trx on lorrr ll20. 
* 

z t  p u ~ ~ w l t h ~ ~ i a m o t & n o t ~ a b  to f % l a a n i t t m  
protoat, pleama 8- and totum t o m  6018 in tho amlord rrlf-ddruaad 
omdopa u #oa u pomaibf.. 

If you do dt 8groa witb tbw uat8lu,ioluD rn ~rf, within 30 day# ftan 
thr data of t h i m  latter, tilr in dnpUeat. of  t& fact., law, 
md uguwnt that daatly m u  tomb your  ti^. It you &air. an 
oral dircurmioa of the b-, p l u n  i a d h t r  tbir in yotar protoat. Tho 
. n c l o d  Publiutim 892 sf- fa f w  pmt~mt. 

If y a ~  do not fils a protoat with thia officm within 30 d . p m  of tho &to 
of th in  rrport or lottor, thi8 ptopocud datrmlution vill b.oo# tlaal, 

D i .  tric t Director 

Bncloautam 
Publication 892 
lo- 6018 




